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MINISTRY OF LAW, JUSTICE AND COMPANY AFFAIRS 
(Leigislative Department) 

New Delhi, the 12th October, 199i/Asvina 20, 1916 (Saka) 

THE INDUSTRIAL DEVELOPMENT BANK OF INDIA 
(AMENDMENT) ORDINANCE, 1994 

No. 11 OF 1994 

Promulgated by the President in ihe Forty-fifth Year of the 
Republic of India 

An Ordinance further to amend the Industrial Development 
Bank of India Act, 1964 

Whereas Parliament is not in se.ssion and the President is satisiied 
that circumstances exist which render it necessary for him to take immediate 
action; 

Now, Therefore, in exercise of the powers conferred by clause (1) 
of article 123 of the Constitution, the President is pleased to promulgate the 
following Ordinance;— 

1. (I) This Ordinance may be called the Industrial Development Bank 
of India (Amendment) Ordinance, 1994. 

(2) It shall come into force at once. 

2. In section 2 of the Industrial Development Bank of India Act, 1964 
18 uf 1964. (hereinafter referred to as the principal Act), for clause (d), the follow¬ 
ing cluase shall be substituted, namely:— 


Short 

title 

and 

com- 

mence- 

ni«at. 

Amend¬ 
ment cf 
section 2 




Substi¬ 
tution of 
section 
4. 

Authorised 

capital. 


Amend¬ 
ment of 
section 
4A. 

Insertion 
of new 
sections 
4C, 4D 
and 4E. 

Issued 

Capital 


Reduc¬ 
tion of 
share 
capital. 


2 IHE GAZETTE OF INDIA EXTRAORDINARY [Part U— 


‘(d) “Industrial Finance Corporation" means the Industrial Finance 
Corporation of India Limited formed and registered under the Companies 
Act, 1956.’; 


1 of 1956, 


3. For section 4 of the principal Act, the following section shall be 
substituted, namely:— 


“4. (1) The authorised capital of the Development Bank shall be 
two thousand crores of rupees divided into one hundred and fifty crores 
fully jpaid-up equity shares of rupees ten each and, subject to provisions 
of section 4E, fifty crores of fully paid-up redeemable preference shares 
of rupees ten each, 

(2) The Development Bank may, from time to time, by a resolution 
in general meeting, increase the authorised capital to an amount not 
exceeding five thousand crores of rupees consisting of such number of 
equity shares and redeemable preference shares as it deems fit, 

4. In section 4A of the priixcipal Act, subisection (2) shall be omitted. 


5. After section 4B of the prncipal Act, the following sections shall be 
inserted, namely;— 


“4C. (I) The issued capital of the Development Bank of seven 
hundred and fifty three crores of rupees which stands fully vested in 
and subscribed by the CJentral Government immediately before the com¬ 
mencement of the Indu-strial Development Bank of India (Amendment) 
Ordinance, 1994 shall, on such commencement stand divided into 
seventy live crores and thirty lakhs equity shares of rupees ten each. 

(2) The Board may, from time to time, increase the issued equity 
share capital of the Development Bank by allo'ment of shares to such 
persons and on such terms and conditions as the Board may determine; 

Provided that no increase in the issued equity capital shall be made 
in such a manner that the Central Government holds at any time less 
than fifty-one per cent, of the issued equity capital of the Development 
Bank. 

4D. (I) The Development Bank may, by a resolution passed in a 
general meeting of the shareholders, reduce its share capital in any way. 

(2) Without prejudice to the generality of the foregoing power, the 
share capital may be reduced by,— 

(a) extinguishing for reducing the liability on any of its 
equity shares in respect of share capital not paid up; 

(b) either with or without extinguishing or reducing liahlUty 
on any of its equity shares, cancelling any paid up share cajfrftal 
which is lost, or is unrepresented by available assets; or 
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(c) either with or without Cxtiaguishing or reducing liability on 
any of its equity shares, paying olf any paid up share capital which 
is in excess of the wants of the Development Bank. 

(3) In any general meeting referred to in sub-scotion (1), the resolu¬ 
tion for reduction of share capital s/hall be passed by shareholders en¬ 
titled to vote, voting in person, or, where proxies are allowed, by proxy, 
and the votes cast in iavour of the resolution arc not less than three 
times the number of the votes, if any, cast against the resolution by 
shareholders so entitled and voting. 

4E. (/) The Central Government may, at any time after the com¬ 
mencement of the Industrial Development Bank of India (Amendment) 
Ordinance, 1994 by notification in the Official Gazette, convert such 
number of equity shares held by U not exceeding fifty crores as it may 
decide into redeemable preference shares. 

(2) The redeemable preference sihares referred to in sub section (1) 

shall— 

(a) carry such fixed rate of dividend as the Central Govern¬ 
ment may specify at the time of such conversion, and 

(b) neither be transferable nor carry any voting rights. 

(3) The redeemable preference shares referred to in sub-sectiOn 
(1) shall be redeemed by the Development Bank within three years 
from the date of such conversion in such jnstalmehts and in such 
manner as the Board may determine.”. 

5, In section 5 of the principal Act,— 

(a) for sub-sections (I) and (2), the following shall be substi¬ 
tuted, namely:— 

'*(1) The general superintendence, direction and manage¬ 
ment of the affairs and business of the Development Bank shall 
vest in a Board of Directors which may exercise all powers and 
do all such acts and things, as may be exercised or done by the 
Development Bank and are not b\ this Aci expiessly directed 
or required to be done by the Development Bank in general 
meeting, 

(2) The Board may direct thai any power excrciseable by 
it under ibis Aci shall also be exerciseable in such cases and 
subject to such conditions, if any, as may be specified by it, by 
the chairman, managing director or the whole-time director.”; 

(b) sub-section (4) shall be omitted, 

6 . In section 6 of the principal Act,— 

(a) for sub-section (I), the following sub-section shall im subs¬ 
tituted. namely: — 

“(I) The Board shall con.'^ist of the following, namely: — 

. (a.) a chairman and a nianaging director appointed by 

the Central Government: 
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Provided that the same person may be appointed to 
function both as chairman and as managing director; 

(b) one whole-time director appointed by the Central 
Government on the recommendation of the Board; 

(c) two directors who shall be officials of 'he Central 
Government nominated by the Central Government; 

(d) three directors from amongst persons having 
special knowledge of, and professional experience m. 
science, technology, economics, industry, banking, industrial 
cooperatives, law industrial finance, investment, accountancy, 
marketing or any other matter, the special knowledge of. 
and professional experience in, which would, in the opinion 
of the Central Government, be useful lo the Developmen. 
Bank, nominated by the Central Government; and 

(e) such number of directors elected, m the prescribed 
manner, by shareholders other than the Central Government, 
whose names are entered on the register of shareholders of 
the Development Bank ninety days before the date of the 
meeting in which such election takes place on 'he follow¬ 
ing basis, namely: — 

(z) where the total amount of equity share capital 
issued to such shareholders is ten per cent, or less of 
the total Issued equity capital, two directors; 

(ii) where the total amount of equity share capital 
issued to such shareholders is more than ten per cent, 
but less than twenty-five per cent, of the total issued 
equity capital, three directors; and 

(Hi) where the total equity share capital issued to 
such shareholders is twenty five per cent, or more of 
the total issued equity capital, four directors; 

Provided that until the assumption of charge by the 
elected directors under clause (e), the Central Government 
may at anytime nominate such number of directors, not 
exceeding four, from amongst persons having) special 
knowledge of, and professional experience in, science, tech¬ 
nology, economics, industry, banking, industrial coopera¬ 
tives, law, industrial finance, investment, accountancy, mar¬ 
keting or any other matter, the special knowledge of, and 
professional experience in, which would, in the opinion of 
the Central Government, be useful to the Development 
Bank for carrying out its functions.”; 

(b) in sub-sections (2) and (i), for 'the words “'the chairman 
and the managing director”, the words “the chairman, the managing 
director and the whole-time director” shall be substituted; 

(c) in sub-sections (2A) and (2A), for the words “the chairman 
or the managing director” wherever they occur, the words “the chair- 
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man, ihe managing director or the whoie-time director" shall be 
substituted; 

(d) for sub-isection (4A), the following sub-secUon shall be 
substituted, namely:— 

“(4A) Subject to the provisions of sub-section (4 ),— 

(a) every director nominated under clause (d) of sub¬ 
section (1) shall hold office for such term not exceeding 
three years as the Central Government may specify in this 
behalf and thereafter until his successor assumes office, and 
shall be eligible for re-nominatioii; 

Provided that no such director shall hold office conti¬ 
nuously for a period exceeding six years; and 

(b) every director elected under clause (e) of sub¬ 
section (1) shall hold office for such term not exceeding 
until his successor assumes office, and shall be eligible for 

re-election; 

Provided further that n© such director shall hold office 
continuously for a period exceeding six years;”: 

(e) after sub- section (4A), the following sub-section shall be 
inserted, namely: — 

“(4B) The shareholders other than the Central Government, 
may, after giving to the director a reasonable opportunity of being 
heard in the manner as may be prescribed, by resolution passed by 
majority of the votes of such shareholders holding in the aggre¬ 
gate not less than one-half of the share capital held by such 
shareholders, remove any director elected under clause (e) of 
sub-section (1) and elect another director in his place to fill 'he 
vacancy so caused.”; 

(f) for sub-section (^), 'he following .shall be substituted, 
namely:— 

■‘(^j (i) A meeting of the Board shall be held at least once 
every three months and ableast four meetings shall be held every 
year and the meetings may be held at such places at may be 
prescribed; 

(li) Notice of every meeting of the Board shall be given in 
writing to every director for the time being in India, and a' his 
usual address In India to every other director. 

(‘'A) Subject to the provisions contained in 'his Chapter, rho 
Board may meet at such times and places and shall observe such 
rules of procedure in regard t© transaction of its business includ¬ 
ing the manner of adoption of resolutionb as may be prescribed 

7. Section 6A of the principal Act shall be omitted. Omis¬ 
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8. After section 6A of the principal Act, the following sections shall 
be inserted, namely;— 


“6B, (1) A peiTon shall not be eligible for being elected director 
under clause (c) of sub section (1) of section 6. if he— 

(a) has been found to be of unsound mind by a court of com¬ 
petent jurisdiction and the finding is in force; 

(b) is an undischarged insolvent; 

(c) has applied to be adjudicated as an insolvent and his appli¬ 
cation is pending; 

(d) has been convicted by a coutt of any offence involving moral 
tuipitude and sentenced in respect thereof to imprisomnent 
for not le s than six months and a period of five years has 
not elapsed from the date of e?{piry of the sentence; or 

(e) has not paid any call in respect of shares of the Development 
Bank held by lihn, wheUicr alone or jointly with others, and 
six months have elapsed from the la t day fixed for the pay¬ 
ment of the call. 

6C. (1) ^he office of a director shall become vacant if he— 

(a) becomes subject to any of the disqualifications men¬ 
tioned in section 6B; or 

(b) resigns his office by giving notice in writing qnder his 
hand and the lesignation is accepted; or 

(c) absents himself from three consecutive meetings of the 
Board without obtaining leave of absence from the Board. 

(2) Notwithstanding anything in claihe (o) of sub-section (1). 
the disqualifications referred to in that clause shall not take effect— 

(o) for thirty days f'om tl'.c date of the adjudication, sen¬ 
tence or order; 

(b) where any appeal v)r petition is preferred within thirty 
days aforesaid aanin-t the adjudication, sentence or conviction 
resulting in the sentence or order until the expiry of seven days 
from the date on which such appeal or petition is disposed of; or 

(c) where within the 'Cven da>s aforesaid, any further ap¬ 
peal or petition is preferred in rcqaect of the adjudication, sentence, 
conviction or order and the appeal or petition, if allowed, would 
result in the removal of the discjualification, until such further 
appeal or petition is disposed of.". 

9. In section 7 of the principal Act. to' >ul>section (1), the follow¬ 
ing siib-section shall be substituted, namely;-- 

"(7) The Board shall constitute an Executive Committee coh- 
sisting of tlic chairman, the Managing Director, whole-time director 
and such offier directors as it may dcjm fit.". 
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10. In section 8 of the principal Act. for the proviso, the followiafi 
proviso shall be substituted, namely:— 

“Provided that no fees shall be payable to Ihe chairman, if he is 
appointed whole-time, or to the managiug director or to the whole- 
time director or to any other director v/ho is an ohici:il of the Gov¬ 
ernment.” 

11. In section 9 of tlie principal A.ct. in ‘ub-section (7), in clauses 
(tt), (‘^), (ca), (f) and (g), for the words “which may be notified by 
the Central Goveounent in this behalf”, wherever they occur, the words” 
whicn may be approved by the Board in this behalf” shall be substituted. 

12. In section 11 of the principal Act, in sub-section (1 ),— 

(a) in clause (c), for the words ‘‘the Central Government”, 
the words “the Board” shall be substituted; 

(b) for clause (d), the following clause shall be substituted, 
namely:— 

“(d) accept deposit, on s,ucb terms as may be approved 

by the Board.”. 

13. In section 12 of the principal Act, sub-section (d) and (4) shall 
be omitted. 

14. After section 13 of the principal Act, the following shall be in¬ 
serted, namely;— ' 


“Chapter IV-A 
Shares 

13A. (7) Save as otherwise provided in sub-section (2), the equity 
shares of the Development Ba)ik shall be freely transferable. 

(2) Nothing contained in sub-section (7) shall entitle the Cent¬ 
ral Government to transfer any '.hares held by it in the Development 
Bank if such transfer vdll result in reducing the equity shares held by 
it to les^ than fifty-one pc cent, of the issued equity capital of the 
Development Bank. 

13B. (7) The Development Bank -hall keep at its head office a 
register, in one or more books, of the shareholders and shall enter 
therein the following particulars so fa'- as they may be available:^— 

(i) the names, addres-es and occupations, if any, of the 
shareholders and a statement of the shares held by each share¬ 
holder, distinguishing each share by its denoting number; 

(«') the date on which each person is so entered as a share¬ 
holder; 

(Hi) the date on which any person ceases to be a share¬ 
holder; and 

(iv) such other pa'ticulars as may be prescribed . 
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(2) Notwithstanding anytlung contained in sub-section (i), it 
shall be lawful for the Development Bank to keep the reSister of the 
shareholders in computer floppies or diskettes subject to such safe¬ 
guards as may be prescribed. 

(^) Notwithstanding anytlung contained in the Indian Evidence 
Act, 1872, a copy of, or extract from, the register of shareholders, l of 1872 . 
certified to be a true copy under the hand of an officer of the Develop¬ 
ment Bank authorised in this behalf, shall, in all legal proceedings, be 
admissible in evidence. 

13C. Notwithstanding anything contained in section 13B. no 
notice of any trust, express, implied or constructive, shall be entered on 
the register of shu'cholders or be receivable by the Development Bank. 


13D. (1) The Board may refuse to regis,ter ffie transfer of any 
shares in the name of the transfe ee on any one or more of the follow¬ 
ing grounds, and on no other ground, namely: — 

(a) the transfer of the .shares is in contravention of the pro¬ 
visions of thii> Act or regulations made thereunder or any other 
law; 

(b) the transfer of tlie shares, in the opinion of the Board, 
is prejudicial to the interests of the Development Bank or to the 
public interest; 

(c) the transfer of shares is prohibited by an order of a court, 
tribimal or any other authority under any law for the time being 
in force. 

(2) The Board shall, before the expiry of two months from 
the date on which the instrument of transfer of shares of Development 
Bank is lodged with it for the purpose of registration of s«ch transfer, 
not only form, in good faith, hs opinion as to whether such registra¬ 
tion ought not or ou^t to be refused on any of the grounds referred 
to in sub-section (1) but also,— 

(fl) if it has formed the opinion that such registration oulffit 
not be so refused, effect such registration; and 

(b) if it is hasi formed the opinion that such registration 
ought to be refused on any of the grounds mentioned in sub-section 
(7 ). intimate the transferor and the transferee by notice in writing. 

(3) An appeal against the o der or refusal of the Board under 
sub-section (2) shall He to the Central Government and the proce¬ 
dure for filing and hearing of such appeal shall be In accordance with 
the rules made by the Central Government in this behalf. 

13E. Notwithstanding anything contained in the Indian Trusts 
Act, 1882, the shares of the Development Bank shall be deemed to be 2 of 1882. 
included amonK the .«ecurities enumerated in section 20 of the said 
Act. 
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CHAPTER IV-B 
MEET1N0.S AND PHDCEEDINGS 

13F. (-/) The Development Bank shall in each year hold, in 
addition to any other meetings, a general meeting as its annual general 
meeting and sliall specify the meeting as such in the notices calling 
It; and not more than fifteen months ^hall elapse betw een the date of 
one annual general meehiig and that of the next: 

Provided that the Development Bank may hold the first annual 
general meeting within a period ot six months from the date on which 
it allots shares for the first tnne to public for subscription; 

Provided further that the Central Government may extend the 
time within which any annual General meeting ,hall be held by a period 
not exceeding three months. 

(2) Every annual general meeting shall be called for a time dur¬ 
ing business hours, on a day that is not a public holiday, and shall be 
held either at head office or at some other place witiiin the city or town 
in which the head office is fituate. 

Explanation ^—For the purposes of this section, "public holiday” 
means a public holiday w ithin the meaning of the Negotiable Tnstni* 
raents Act 1881: 

Provided that no Sunday shall be deemed to be such a holiday m 
relation to any meeting: 

Provided further tliat no day declared by the Central Govem- 
meait to be a public holiday shall be deemed to be such a holiday, in 
relation to any meeting, imless the declaration w'as notified before the 
issue of the notice convening such meeting. 

13G . Every shareholder of the Development Bank holding equity 
shares shall have a rieht to vote in re pect of such shares on every re¬ 
solution and his voting right on a poll shall be in proportion to his share 
of the paid up equity capital of the Development Bank; 

Provided however, that no shareholder, other than iJie Cemral 
Government shall be entitled (o exercise voting rights in respect of 
any equity share.s held by liim in excess of ten per cent, of the issued 
equity capital. 

13H.(y) The shareholders present at an annual general meeting shall 
be entitled to discuss and adopt— 

(a) the balance sheet and profit and loss account of the Deve¬ 
lopment Banlr made up to the date on which its accounts are 
closed and balanced; 

tb) the report of workijia t>f the Development Bank for the 
period covered by the accounts; 
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(dt) proposals lor declaration of dividend and capitalisatioii 
of reseryes. 

(2) The share-holders present at an annual general meeting may also 
discuss any other matter to be transacted at such imeetings in accordance 
with the provisions of this Act. 

( 3 ) The matters relating to¬ 
la) the manner in which annual general meeting or other meei- 

ings are held under this Act and the procetlure to be followed theroai; 

(.b) I he manner in which voting rights may he exercised and re¬ 
solutions may be passed; and 

(c) the procedure for transaction of business at such meeiing.s 
and related matters, 

shall be as may be prescribed.”. 

15. In .section 18 of the principal Act, in sub-section (3), for the words 
Central (lovemment”, the words “Developmest Bank” shall be substi¬ 
tuted. 

1C. In section 22 of the principal Act, in sub-section (2), the following 
sub-section shall be suhstiluted, namely:— 

"(2) Aftei making provision for bad and doubtful debts, deprecia¬ 
tion of asset sand for all other matters for which provision is necessary 
or expedient or which is usually provided for by bankers and for the 
reserve fund referred to in sub-section (I), and after transferring a part 
of tlie profits to such other reserves or funds as may be considered ap¬ 
propriate, the Board may. out of its net profits, declare a dividend.”. 

17. (]) In section 23 of the iprincipal Act,— 

(a) for sub-section (1), the following sub-section shall be substi- 
1 riled, namely;— 

“(1) The accounts of the Development Bank shall be audited 
by auditors duly qualified to ait a.s auditors under sub-section (I) 
of section 226 6f the Companies Act, 1956 who shall be appointed 
by the Development Bank in general meeting of the shareholders 
out of the panel of auditors approved by the Reserve Bank foi such 
term and on such remunerdtion as the Reserve Bank may fix.”. 

(b) in sub-section (5), for the words “within four months from the 
date on which its accounts are closed and balanced”, the words “within 
one month from the date on which the annual general meeting is held” 
shall be substituted. 

18. After section 32 erf the piindpal Act, the following section shall be 
inserted, namely:— 


“32A. (J) Notwithstanding anything contained in any other law for 
the tune being in force, where a nomination in respect of any deposits, 
bonds or other securities is made in the prescribed manner, the amount 
due Ota ^ch deposits, bonds or securities shall, on the death of the 
depositor or holder thereof, best in, and be payable to, the nominee sub- 
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ject to any right, title or interest of any other person to such, deposits, 
bonds or securities, 

(2) Any payment by the Development Bank in accordance with 
the provisions of sub^ectjon (1) shall constitute a full discharge to 
the Development Bank of its liability in respect of such deposits, 
bonds or securities.’’. 

19. In section 37 of the principal Act,— 

(a) in sub-section (2),— 

(i) in clause (a), the words “and the manner of adoption of 
resolutions” shall be inserted at the end; 

(ii) after clause (du),rhe following clauses shall be inserted, 
namely:— 

“(db) the manner in which and the conditions subject to 
which shares maj be held and transferred; 

(dc) matters relating to the rights of shareholders; 

(dd) the maintenance of share registers and the particu¬ 
lars to be entered therein; 

(de) the safegiuards to be observed in the maintenance 
of register of shareholders on computer floppies or diskettes; 

(d/) the inspection and closure of the legisters and all 
other matters connected therewith; 

(dg) the holding and conduct of elections of directors 
under this Act and the determination of disputes regarding 
the qualification of directors; 

(dh) the manner in which general meetings shall be 
convened, the procedure lo be followed thereat, the manner 
in which voting rights may be exercised, resolutions passed 
and business transacted in such meetings and other matters 
relating to meetings; 

(di) the manner in which notices may be served on 
shareholders or other persons; 

(dj) the manner in which nomination may be made in 
terms of section 32A;”: 

(b) for sub-section (4), the following shall be subsiiiuted. 
namely; — 


Atniwd- 
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"(d) Every regulation or lule made under tills Act shall be 
laid, as soon as may be after it is made, before each House of 
Parliament, while it is in session for a total period of thirty days 
which may be compris,ed in one session or in two or more succes¬ 
sive sessions, and if. before the expiry of the session immediately 
following the session or the successive sessions aforesaid, both 
Houses agree in making any modification in the regulation or rule 
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or both Houses agree ihat the regulation or rule should not be 
made, the regulation or rule shall thereafter have effect only in 
such modified form or be of no oft’ect, as the case may be; so, how¬ 
ever, that any such modification or annulment shall be without 
prejudice to the validity of anything previously done under that 
regulation or rule.". 


SHANKER DAYAL SHARMA, 

President. 


A. C. C. UNNI, 
Additional Secretary to the Govt, of India. 
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